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Guatemalan Stand-By Arrangement with the Fund 


The Government of Guatemala has entered into a 
one-year stand-by arrangement with the International 
Monetary Fund which authorizes drawings up to 
$15 million in support of the country’s currency. The 
Guatemalan currency unit is fully convertible under 
Article VIII of the Fund Agreement. The member, 
whose quota in the Fund is $15 million, has thus far 
made no drawing on the Fund’s resources. 

The Guatemalan quetzal has been at parity with the 
U.S. dollar since 1924, without restrictions on its 
exchange. For the past three years, the freedom and 
stability of Guatemala’s exchange system have been 
maintained despite a considerable decline in the coun- 
try’s foreign exchange income. The reduction in receipts 
from abroad stems primarily from a substantial drop 
in the price of coffee, the country’s principal export 
product, from 1957 through 1959. During the same 
period, there was a marked decline in U.S. grants of 
IFC Investment in Tanganyika 

The International Finance Corporation (IFC), to- 
gether with the Colonial Development Corporation 
(CDC), the Netherlands Overseas Finance Company 
(NOFC), and Vereenigde Klattensche Cultuur Maat- 
schappij (VKCM), announced on June 3 an agreement 
to invest the equivalent of £2.3 million (US$6.4 mil- 
lion) in the Kilombero Sugar Company, Ltd. (KSC), 
for a project, estimated to cost £3.21 million, to grow 
and mill sugar cane and to produce refined sugar for 
the Tanganyika market. 

Additional financing for the project will come from 
an issue of Convertible Preferred Shares of KSC, total- 
ing £700,000, which are being subscribed by the Stand- 
ard Bank of South Africa and the CDC and which will 
be offered in the next few months for sale to Africans 
and other residents of Tanganyika. A supplier’s credit 
of £210,000 accounts for the balance of financing. 

The financing by IFC, CDC, NOFC, and VKCM 
is as follows: The equivalent of £1,150,000 is repre- 
sented by debentures carrying 7 per cent interest, matur- 
ing between 1967 and 1973. These debentures include 
US$1.4 million and £250,000 subscribed by IFC; 
£300,000 subscribed by CDC, and f. 1,060,000 sub- 
scribed by NOFC. A total of £500,000 is represented 
by Convertible Income Notes maturing between 1973 
and 1975, £250,000 subscribed by IFC and £250,000 


assistance and in the inflow of foreign capital to 
Guatemala. Domestic financial policies were not fully 
adjusted to lower exchange receipts, and a balance of 
payments deficit ensued. 

In November 1959, the Guatemalan Government 
undertook certain measures to strengthen the country’s 
reserve position, and these have recently been rein- 
forced. Reserve requirements against bank deposits have 
been increased, and limitations on central bank redis- 
counts have been established. The Guatemalan Govern- 
ment aims at a balanced budget in fiscal 1960-61 by 
means of revenue measures and a further reduction of 
expenditures. The stand-by arrangement with the Fund 
will help Guatemala maintain the traditional stability 
of the quetzal by providing a second line of reserves 
while the stabilization measures are taking effect. 
Source: International Monetary Fund, Press Release, 

Washington, D.C., June 7, 1960. 


subscribed by CDC. These notes carry no fixed interest, 
but a return contingent on earnings. A total of £650,000 
in ordinary share capital will be subscribed as follows: 
£250,000 by CDC, £270,000 by NOFC, and £130,000 
by VKCM. In addition, ordinary shares will be issued 
to, or under option to, IFC, CDC, and NOFC, as com- 
mission for subscribing to the debentures. 

Source: International Finance Corporation, Press Re- 

lease, Washington, D.C., June 3, 1960. 


Europe 

U.K. Reserves 

The United Kingdom’s holdings of gold and con- 
vertible currencies rose by £10 million in May, com- 
pared with an increase of £18 million in April; at the 
end of May, the reserves totaled £1,021 million. Sterling 
has been influenced recently by a movement of funds 
to the Federal Republic of Germany, and on June 2 
the rate fell below the parity rate, after having been 
above $2.81 for seven weeks. 


Source: The Times, London, England, June 3, 1960. 


U.K. Industrial Production and Unemployment 

Provisional estimates of the index of industrial pro- 
duction in the United Kingdom in April, after adjust- 
ment for seasonal influences, are 120-121 (1954—100), 
compared with 119 for March. The Treasury estimates 
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that the index for the three months February-April 
will average about 2 per cent higher than in the previ- 
ous three months, which would be an increase of 15 per 
cent since the low point in the autumn of 1958. This 
continued expansion does not suggest that industrial 
capacity is setting limits to output in a number of 
industries. Some industries which have been working 
at close to capacity for some months are able to con- 
tinue expanding their output a little. However, the 
labor position is becoming more strained. 

In the four weeks to mid-May, unemployment de- 
clined by 50,000, to 341,000, about 1.5 per cent of 
the labor force, compared with 1.8 per cent in April 
of this year and 2.2 per cent in May 1959. Unemploy- 
ment normally falls in May, but the decline this year 
appears to have been about 25,000 greater than might 
have been expected from normal seasonal influences. 
The total number of vacancies in May, 327,000, was 
not far short of the total unemployed. The labor market 
seems to be tightening in the less prosperous areas as 
well as in the boom areas of the Midlands, where the 
unemployment percentage has fallen to 0.7; the figure 
for Scotland is 3.5 and for Wales 2.8. 

The Economist, London, England, May 28 
and June 4, 1960. 


Sources: 


U.K. Bank Advances 


Advances by the London clearing banks rose by 
£26 million in the four weeks to May 18, compared 
with increases of £98 million in April and about 
£80 million in March. Normally there is some falling 
off in advances in May, and the figures this year may 
also have been affected by the Easter holidays. Items 
in transit, after rising sharply at Easter, may have 
fallen during the period to May 18, and the figures for 
advances may have been somewhat smaller than they 
would otherwise have been. Nevertheless, the modest 
increase in May suggests that the efforts made by some 
of the clearing banks since early January to become 
more selective in their lending policy may at last be 
bearing fruit. The banks reduced their investments by 
£34 million during May, but this reduction has not 
had a noticeable effect on the gilt-edged market. 
Source: The Times, London, England, May 25, 1960. 


German Monetary Measures 


The Central Bank Council of the Deutsche Bundes- 
bank, with the Federal Minister of Economic Affairs, 
Dr. Erhard, and the Federal Minister of Finance, 
Dr. Etzel, present, agreed on June 2 on the following 
measures: 

1. The discount rate of the Deutsche Bundesbank 
was raised from 4 per cent to 5 per cent, and the rate 


for advances on securities was increased from 5 per 
cent to 6 per cent, effective June 3. 


2. The selling rates for money market paper were 
raised by amounts ranging from % per cent to % per 
cent; therefore, the selling rates for such paper, which 
formerly ranged from 3% per cent to 4% per cent, 
now range from 4% per cent to 5% per cent. 


3. The increase above the average position of the 
months March to May in domestic liabilities subject to 
minimum reserve requirements will be subject, as of 
July 1, to the maximum reserve requirements per- 
mitted by law. 

4. The rediscount quotas will be reduced by 15 per 
cent (hitherto 10 per cent) for amounts up to DM 5 mil- 
lion, and by 40 per cent (hitherto 30 per cent) for 
amounts exceeding DM 5 million, effective July 1. 


5. Effective immediately, the crediting of interest for 
foreign sight deposits at German banks is prohibited. 
Interest on foreign time deposits may be credited dur- 
ing only the agreed period of the contract or until the 
first possible date of termination. Savings deposits of 
individuals may continue to receive interest. 


6. Effective immediately, money market paper or 
bills may not be sold to foreign residents. Also, pur- 
chases of securities with the option of resale, as well as 
other transactions which may involve an evasion of the 
interest prohibition, are not allowed. Furthermore, the 
provision by banks of security to cover foreign loans 
will be restricted. Long-term capital transactions will 
not be affected by these measures. 


7. The exchange regulations necessary for items (5) 
and (6) will, in agreement with the Federal Ministry 
of Economic Affairs, be issued in the next few days and 
will be published in the Federal Gazette. 

8. The previous procedure for calculating minimum 
reserve requirements—which permitted deposits in for- 
eign currency at German banks to be offset by the total 
amount of deposits and money market paper held at 
foreign banks—will be abolished, effective July 1. 


9. Liabilities of the banks arising out of customers’ 
drawings on credits opened at foreign credit institutions 
will be charged, effective July 1, with the maximum 
reserve requirements permitted by law insofar as they 
exceed the level of such liabilities on May 31, 1960. 


These monetary measures, which are related to the 
recent increase in minimum reserve requirements 
effective June 1 (see this News Survey, Vol. XII, 
p. 359), were taken in order to counteract the still 
substantial expansion of credit and thus to check the 
monetary tensions which arise from the disproportion 
between total economic demand and production possi- 
bilities. In order to prevent, as far as possible, the 
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obstruction of this policy through the inflow of foreign 
money, the prohibitions against crediting interest on 
foreign deposits and the sale of money market paper 
to foreign residents were reinstated. 

The Bundesbank expects that the raising of the dis- 
count rate will affect not only the debtor interest rates, 
but also the deposit interest rates, of the credit 
institutions. 


Source: Deutsche Bundesbank, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, June 3, 
1960. 


German Balance of Payments 


The main feature of the German balance of payments 
in the first four months of 1960 was an increase of 
DM 1,352 million in the gold and foreign exchange 
holdings of the Bundesbank; in the first four months 
of 1959, the reserves had fallen by DM 3,691 million. 
After a decline of DM 643 million in January of this 
year, reserves rose by DM 289 million in February, 
DM 718 million in March, and DM 988 million in 
April. At the end of April, the gold and foreign ex- 
change holdings of the Bundesbank were DM 25.2 bil- 
lion, DM 3.3 billion higher than at the end of Sep- 
tember 1959 when they were at their 1959 low. The 
main reason for this change was that the exchange 
accruals resulting from the surplus on current account 
were reinforced by the commercial banks’ repatriation 
of foreign assets, whereas previously the current account 
surplus had been partly absorbed through such capital 
exports. A further reason was a decline in the Federal 
Government’s foreign payments on capital account; 
these payments had been unusually large in the first 
nine months of 1959 because of special payments, some 
of them nonrecurrent. 


In the first quarter of 1960, the surplus on cur- 
rent account rose to DM 1.7 billion, from DM 1.2 bil- 
lion in the first quarter of 1959. During the same 
period, the trade surplus rose from DM 1.2 billion to 
DM 1.4 billion. The increase in the trade surplus was 
due to the steep rise in German exports; at DM 11.4 bil- 
lion in the first quarter of 1960, they were 28.2 per 
cent higher than in the corresponding quarter of 1959. 
Although all industries shared in the expansion of 
exports, the increases were especially large for the iron 
and steel, automobile, and machinery industries. These 
three industries alone, which for years have provided 
more than 40 per cent of total exports, accounted for 
about 55 per cent of the increase from the first quarter 
of 1959 in total exports. Imports also rose sharply in 
the first quarter of 1960; at DM 10 billion, they were 
29.6 per cent higher than in the first quarter of last 
year. Imports of primary products, which increased by 
41 per cent, were mainly responsible for the sharp rise 


in the total. In addition to the greater demand which 
resulted from the expansion of industrial output, the 
building up of stocks was probably an important factor 
in the increase in imports of primary commodities. The 
surplus on services rose from DM 670 million in the 
first quarter of 1959 to DM 870 million in the first 
quarter of 1960. One reason for this increase was that, 
at DM 1.1 billion, the receipts from NATO countries’ 
troops stationed in Germany were DM 80 million 
larger than in the corresponding quarter of 1959. 
The net deficit on capital transactions was DM 1.5 bil- 
lion in the first quarter of 1960, against DM 4.1 billion 
in the first three months of last year. The deficit in 
January 1960 was DM 1.3 billion, in February 
DM 235 million, and in March DM 35 million. These 
sharp changes from month to month were due, to a 
large extent, to changes in the exchange position of the 
banks; whereas in January banks temporarily increased 
their assets, in February and March this increase was 
more than canceled out. The deficit on long-term capi- 
tal was DM 700 million, compared with DM 1,340 mil- 
lion in the first quarter of 1959. However, if the 
March 1959 advance repayment of DM 630 million on 
debts to the United States is disregarded, long-term 
capital exports in the first quarter of 1960 remained at 
the high level reached in the first quarter of 1959. The 
deficit in the first quarter of 1960 was due largely to 


security transactions with foreign countries. Capital 


exports through purchases of foreign securities by resi- 
dents greatly increased in the first months of the year, 
but at the same time there was, on the whole, a con- 
siderable decrease in foreigners’ acquisition of German 
securities. 
Sources: Deutsche Bundesbank, Monatsberichte, 
Frankfurt am Main, Germany, April and 
May 1960. 


Middle East 


Lebanon's Budget for 1960 


The Lebanese budget for 1960, as approved by 
Parliament, is balanced at LL 222.2 million, compared 
with LL 206 million in 1959. About 60 per cent of 
the increase in expenditure is allocated to the Ministry 
of Public Works, whose share has increased from 
13.6 per cent of total ordinary expenditure in 1959 to 
17.0 per cent in 1960. More than one fifth of the in- 
crease in expenditure is allocated to the Ministry of 
National Defense, and the remainder to the Ministries 
of Public Health, Foreign Affairs, and Information. 
Direct taxes are expected to yield LL 58.2 million, 
compared with LL 55.4 million in 1959, indirect 
taxes LL 117.0 million (LL 104.7 million in 1959), 
government estates LL 7.7 million (LL 7.3 million in 
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1959), and miscellaneous revenues LL 39.4 million 
(LL 38.6 million in 1959). 

Earlier this year, the Government approved a devel- 
opment program of LL 51 million, to be financed by 
the lump sum payment received from the Iraq Petro- 
leum Company in settlement of past claims for oil 
transit fees (see this News Survey, Vol. XII, p. 329). 
Source: Middle East Economic Digest, London, Eng- 

land, April 1960. 


lrag-U.S.5.R. Trade and Payments Agreement 

The credit line made available to Iraq under the 
Irag-U.S.S.R. agreement of March 16, 1959 (see this 
News Survey, Vol. XI, p. 321) has been increased by 
about ID 16 million, to ID 65 million (US$182 mil- 
lion). Projects to be financed by the Russian loan 
under the 1959 agreement included 13 industrial plants, 
4 tractor stations, one broadcasting station, 2 grain 
silos, 5 experimental farms, and a geological survey. 
Most of the industrial plants have been the subject of 
detailed studies and at least 7 
tract stage. 
The Iraq Times, Baghdad, Iraq, May 27, 
1960; Middle East Economic Digest, Lon- 
don, England, June 3, 1960. 


have reached the con- 


Sources: 


Far East 


National Income of India 

Preliminary estimates of national income in India in 
1958-59 show a rise of 7.3 per cent in real terms over 
the 1957-58 figure; at the same time, real per capita 
income rose by 6 per cent. National income at 1948-49 
prices increased from Rs 108.9 billion in 1957-58 to 
Rs 116.9 billion in 1958-59; of this Rs 8 billion in- 
crease, the share of agriculture was Rs 5.7 billion. 
Per capita income at 1948-49 prices rose from Rs 277.1 
in 1957-58 to Rs 293.6 in 1958-59. The figures show 
an 11.5 per cent rise in real national income during 
the first three years of the Second Five Year Plan 
period, against a rise of 18.4 per cent over the entire 
First Five Year Plan period ended March 31, 1956. 

In terms of current prices, the national income 
was Rs 124.7 billion in 1958-59, compared with 
Rs 114.0 billion a year earlier; per capita income at 
current prices amounted to Rs 313.2 in 1958-59, 
against Rs 290.1 in 1957-58. 
Source: Reserve Bank of India, /ndian News Digest, 

Bombay, India, May 1, 1960. 


Output and Exports of Indian Cotton Textiles 

Indian cotton cloth production in all sectors (i.e., 
mill, handloom, and powerloom) increased from 
7,056 million yards in 1958 to 7,183 million yards in 
1959, a rise of 1.8 per cent. Exports of cotton cloth 


from the mill sector increased by 66 per cent, from 

535 million yards in 1958 to 890 million yards in 1959. 

Source: Information Service of India, 
Washington, D.C., June 1, 1960. 


Indiagram, 


Burmese Trade Regulations 

From June 1, 1960, some manufactured goods from 
foreign countries except the United Kingdom will be 
allowed into Burma only if the manufacturers have 
appointed Burmese citizens as their distribution agents. 
According to an announcement by the Minister of 
Trade Development, relations between Burma and the 
United Kingdom are governed by an agreement con- 
cluded in 1957, which stipulates that Burma shall not 
take action prejudicial to existing British trade interests. 

Thirty-two items are subject to the new regulation 
as from June 1; these include paper, electrical goods, 
bicycles, textiles, foodstuffs including tinned food, 
motion-picture and photographic goods including ex- 
posed films, sports goods, motor vehicles, radios and 
refrigerators, liquor and wines, musical instruments, 
patent medicines, leather shoes and boots, newsprint 
and stationery, and ammunition. 

For seven items, including hardware, building mate- 
rials, machinery, chemicals, surgical instruments, and 
appliances, foreign manufacturers will be given six 
months in which to appoint Burmese traders as their 
agents. 
Source: The Journal of Commerce, New York, N.Y.., 


June 1, 1960. 


Customs Revenue of Federation of Malaya 

Mainly as a result of the high prices of rubber, 
revenues from customs duties in the Federation of 
Malaya totaled M$208 million in the first four months 
of 1960, compared with the original estimate of 
M$159 million for this period; the original estimate for 
the entire year 1960 is M$477 million. Export duties 
netted more than M$118 million during January-April, 
and import duties more than M$90 million. The export 
duty on rubber yielded M$70.9 million in the first 
four months of 1960, compared with the original esti- 
mate of M$32.5 million, and the tin export duty yielded 
M$17.1 million, or M$2.1 million more than estimated. 
Source: The Straits Budget, Kuala Lumpur, Malaya, 

May 25, 1960. 


Foreign Exchange Measures in China (Taiwan) 

The Foreign Exchange and Trade Control Commis- 
sion of the Executive Yuan announced on May 26 
that foreign exchange certificates will be issued for all 
foreign exchange brought into Taiwan by travelers and 
for all “inward remittances.” However, for the con- 
venience of tourists and to encourage “inward remit- 
tances,” the Bank of Taiwan is authorized to advance 
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to travelers and recipients of “inward remittances” new 
Taiwan dollars against the certificates issued for such 
receipts. The advances are to be made at the free 
market rate for certificates, with a slight deduction for 
handling. The certificates will be sold in the market by 
the Taiwan Sugar Company, which will refund the 
money advanced by turning the proceeds of the sales 
over to the Bank of Taiwan, after deducting costs for 
the stamp tax. Previously, all recipients of foreign 
exchange could choose between receiving exchange 
certificates for sale in the free market or receiving new 
Taiwan dollars at the official rate of NT$36.08 per 
U.S. dollar—a procedure that will continue to apply 
to exporters and to recipients of earnings on invisibles 
other than “inward remittances” (see this News Sur- 
vey, Vol. XII, p. 137). 
Source: The Central Daily News, Taipei, Taiwan, 
May 27, 1960. 


Trade Program for Korea 


Korea’s trade program for the second half of 1960, 
announced on June | by the Ministry of Commerce 
and Industry, gives major emphasis to liberalizing im- 
ports and to seeking “permanent and effective” meas- 
ures for the promotion of exports. In the liberalization 
of imports, 41 different types of commodity, which 
were included in the “permission required” list of the 
program for the first six months of 1960, have been 
transferred to the “automatic approval” list. For exports, 
10 commodities which were on the “permission re- 
quired” list for the first half year have been placed 
on the “automatic approval” list. 

The program calls for imports of $100 million worth 
of commodities, including $50 million worth to be 
financed with ICA aid funds (compared with $149 
million, including $106 million of “aid” imports, for 
the second half of 1959), and exports of $50 million, 
including $27 million worth of goods and services to 
be supplied under contracts with the U.S. and UN 
forces stationed in Korea (compared with merchandise 
exports of $9 million and $33 million worth of goods 
and services to the U.S. and UN forces in Korea 
for the second half of 1959). 

Sources: Bank of Korea, Monthly Statistical Review 
(Korean text), March 1960, and The Korean 
Republic, June 2, 1960, Seoul, Korea. 


Creation of Free Yen Accounts in Japan 

Effective July 1, nonresidents may open Free Yen 
Accounts with any authorized foreign exchange bank 
in Japan. These accounts may be credited with (1) yen 
earned by nonresidents from exports to Japan or other 
current transactions authorized under Japanese foreign 
exchange regulations, (2) yen earned by nonresidents 


in payment for noncurrent transactions, such as divi- 
dends on corporate stocks, of which the remittance 
abroad is authorized under Japanese regulations, 
(3) yen proceeds of sales of foreign exchange to 
authorized exchange banks, (4) transfers from other 
Free Yen Accounts, and (5) interest accrued on Free 
Yen Accounts. 

There will be no restrictions on payments from these 
accounts. Thus, balances on these accounts will be 
freely available for remittance abroad, for payments 
to residents including payments for exports from Japan, 
and for transfers to other Free Yen Accounts. 

In order to permit transactions through the Free 
Yen Accounts, the yen will be designated as a currency 
to be used in international transactions, and settlement 
through Free Yen Accounts will be considered a stand- 
ard method of settlement. The Bank of Japan will 
accord the necessary facilities for the financing of trade 
transactions to be settled through these accounts. 
The Journal of Commerce, New York, N-Y., 
June 7, 1960. 


Source 


Credit Measures in the Philippines 


The Monetary Board of the Central Bank of the 
Philippines on May 31 reduced the basic rediscount 
rate from 6.5 per cent to 6 per cent. The preferential 
rate for agricultural and industrial production remains 
at 4.5 per cent, and that for export packing credit 
remains at 5 per cent. 

On May 25, the Monetary Board had taken two 
other steps to ease credit stringency. First, the require- 
ments for advance cash deposits for certain categories 
of imports were reduced, and those for some others 
were eliminated. Among imports that are eligible for 
the preferred rate of exchange (P 2.00 per U.S. dollar), 
no deposits have been required since February 1958 
for decontrolled items, for essential goods, and for 
semiessential producer goods. Under the May 25 meas- 
ures, the 25 per cent deposit for capital goods pur- 
chased under deferred payments arrangements was 
abolished; the deposit required for essential raw mate- 
rials was reduced from 50 per cent to 25 per cent and 
that for essential consumer goods from 100 per cent 
to 50 per cent; and the deposit for imports for which 
exchange has to be purchased through the free market 
was reduced from 100 per cent to 25 per cent. For 
these three groups of imports, the required deposit 
will be calculated on the basis of the appropriate rate 
of exchange plus the 25 per cent exchange margin fee. 

Second, for the purposes of Section 22 of the Gen- 
eral Banking Act, the Monetary Board has excluded 
certain items from bank assets. This Section of the Act 
requires that the combined capital accounts of each 
bank be no less than 15 per cent of its total assets, 
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other than cash on hand, amounts due from banks at 
home or abroad, deposits with the Central Bank, and 
debt of the Government or of the Central Bank or 
debt guaranteed by the Government. The Act author- 
ized the Monetary Board to define the total assets of 
banks, and in pursuance of these powers the Board 
has excluded the following from the definition of bank 
assets: loans fully secured by deposits; customers’ 
liability acceptances covered by margin deposits for 
letters of credit; bank premises at their depreciated 
value; and furniture and fixtures at their depreciated 
value. 
Sources: Republic of the Philippines, Office of the 
President, Laws and Resolutions, Republic 
Acts Numbers 198 to 342, Manila, 1950; 
Philippine Association, Philippine News- 
letter, New York, N-/Y., May 27 and June 3, 
1960. 


United States 


U.S. Discount Rate 

The Board of Governors of the Federal Reserve 
System has approved a reduction from 4 per cent to 
3¥%2 per cent in the discount rates of the Federal 
Reserve Banks of Philadelphia and San Francisco, 
effective June 3, 1960. Similar action for the remaining 
ten Reserve Banks is expected shortly. The 4 per cent 
rate has prevailed since September 1959, after having 
been increased in five stages from 1% per cent, the 
rate in the spring of 1958. In announcing the action, 
a Federal Reserve spokesman said that the inflationary 
psychology which previously had caused a tight rein 
on bank credit has diminished since the beginning of 
the year. 

The recent action follows a general weakening of 
money costs in both the private and public sectors of 
the economy. Yields on U.S. Treasury bills fell sharply 
in late May, to 3.1 per cent, the lowest rate in a month. 
Other short-term interest ratZs also have been moving 
downward, particularly thoSe charged by large sales 
finance companies and dealers for smaller finance firms 
and industrial establishments. 

Source: The Wall Street Journal, New York, N.Y., 
June 3, 1960. 


Latin America 
Mexican Silver Industry 


Though Mexican silver production fell from 47.6 mil- 
lion troy ounces in 1958 to 43.2 million ounces in 1959, 
Mexico was still in 1959 the largest world producer of 
silver, contributing more than 20 per cent of the total. 
Exports of silver in 1959 amounted to 36.2 million 
troy ounces, of which 15.8 million went to the United 


States. The Mexican silver industry increased its con- 

sumption of silver in 1959 by 23 per cent, to 

5.4 million ounces. 

The Ministry of Industry and Commerce appointed 

a committee in 1959 to administer a decree which had 

been issued to regulate production and enforce trade- 

mark regulations for silver articles. One objective of 

this decree is to prevent articles of doubtful quality 

from being offered on the market. 

Source: Banco Nacional de Mexico, S.A., Review of 
the Economic Situation of Mexico, Mexico, 
D.F., April 1960. 


Colombia's Economic Policy 

Colombia's Minister of Finance has stated that 1960 
could be a most propitious year for consolidating the 
stability that has been achieved and for promoting 
more forcefully the economic growth of the country. 
Statements have been made that Colombia has entered 
into an inflationary period arising from recent monetary 
measures and modification of the exchange system. To 
conclude that Colombia is re-entering an inflationary 
period, the Minister said, could not be further from 
the truth. During the first three months of 1960, the 
money supply contracted by Col$63 million, and earn- 
ing assets of the commercial banks expanded by only 
Col$39 million. Although it is estimated that the 
money supply and earning assets may increase by 
Col$150 million in the second quarter of 1960, this 
would be a much smaller expansion than in either 
1958 or 1959. There is no doubt that conditions for 
adequate monetary control are more favorable this 
year than in previous years and that the Government 
and the Bank of the Republic are in a position to 
adjust the growth of the money supply and bank assets 
to the real needs of the country. In 1959, the increase 
in the money supply was due principally to the increase 
in foreign exchange reserves; at present, the trend in 
the reserve movement acts as a factor of monetary 
contraction. 

The problem of coffee stockpiling is under control. 
The National Coffee Federation has not used central 
bank resources either to finance the harvest or to finance 
additional coffee stocks. The National Coffee Fund, 
financed by the exchange differential, has been able to 
finance coffee stockpiling in a noninflationary manner. 

In 1958 and 1959, the National Government 
achieved a surplus in its budgetary operation, and the 
1960 accounts are expected to be in balance. While 
prices continued to increase during the first four months 
of 1960, the rise was smaller than in previous years 
and can be attributed to seasonal factors. The cost of 
living may stabilize or even decline slightly during the 
second half of the year. 

The Minister believes that during the coffee year 
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beginning July 1 Colombia could export a minimum 
of 6 million bags (of 60 kilograms each) of coffee at 
a c.i.f. price of about 45 cents per pound. 

According to the Minister, the level of import author- 
izations has not been excessive. Although import regis- 
trations during the first 44% months of 1960 amounted 
to $162 million, $11 million of this total represented 
imports for the Boyaca hydroelectric project and will 
be financed over a 3-5 year period. The Government’s 
policy of keeping imports at an average of $34 million 
per month and of paying off the foreign indebtedness 
coming due should result in a decline of no more than 
$30 million during 1960 in the international reserves 
of the central bank. 

It is estimated that the change in the official buying 
rate of exchange from Col$6.10 per U.S. dollar to 
Col$6.50 (see this News Survey, Vol. XI, p: 379) 
will increase the income of the coffee sector by no more 
than Col$120 million over a 12-month period, and the 
Minister believes that this estimate is not excessive. 


Source: El Tiempo, Bogota, Colombia, May 18, 1960. 


Foreign Investment Law in Chile 


Chile’s Decree-Law No. 258 of March 30, published 
in the Diario Oficial of April 4, repeals Decree-Law 
No. 437 of January 2, 1954 and establishes new con- 
ditions for foreign capital investment. For the purpose 
of introducing, developing, improving, or resuming pro- 
ductive activities related to agriculture, mining, fishing, 
or any other industry officially defined as being in the 
national interest, new capital may be brought into 
Chile in foreign currency or credits, or in the form of 
the plant and equipment needed for the proposed 
activities. 

New plant and equipment imported to set up in- 
dustries not already existing in Chile and which will 
use local raw materials for 80 per cent of their needs 
may be exempted from consular charges and from all 
the duties and fees normally collected by the customs 
authorities. If such imports are for industries engaged 
in producing solely for export, they may be exempted 
from payment of taxes and charges and duties on im- 
ports. Any plant or equipment imported under these 
provisions would become subject to all the duties and 
taxes from which it was exempted if it were sold within 
10 years of entry, unless the purchaser were able to 
obtain the same exemptions. 

If these privileges are granted to a firm importing 
capital and if, at the date of the concession, there are 
other firms established in a similar business, the latter 
may, within two years, apply for the right to import 
plant and equipment under similar conditions. Like- 
wise, if a Chilean firm should establish a business 


similar to the one which has enjoyed these privileges, 
it may apply for the same privileges. 

To businesses devoted to exports, or in respect of 
foreign capital used to establish new basic industries, 
the President of Chile may guarantee (a) that there 
will be no increases in the rates of second, third, and 
fourth category and additional income taxes on movable 
capital or on dividends or profits obtained from the 
new capital, (b) that no innovations which might entail 
discriminatory treatment in calculating the income ob- 
tained from the new capital will be introduced into the 
legislation in force at the time of the approval of the 
investment, and (c) that no new taxes which might be 
considered discriminatory will be applied to the new 
business or to its products. 

The President is also authorized to grant the follow- 
ing privileges~to all imports. ef.capital..ander this 
Decree-Law: (i) the right to charge to profits the 
amortization of physical assets purchased with the new 
capital in accordance with the conditions established 
in the decree authorizing the capital investment; (ii) the 
right to revalue, free of tax, the assets in which the 
capital may have been invested, in accordance with 
any variation in the rate of exchange from the date of 
the investment to the close of each financial year; 
(iii) the right to withdraw the capital in the form and 
manner provided in the relevant decree; (iv) the right 
to remit the profits and interest earned by the capital; 
(v) guaranteed access to the foreign exchange market 
for the sale of new capital participations or for pur- 
chases of exchange for the remittance of capital, profits, 
and interest; and (vi) the right to use the foreign cur- 
rency received from exports for the withdrawal of 
capital and the remittance of profits and interest. 

Imports of foreign capital by businesses already 
established in Chile may enjoy all the privileges men- 
tioned if they are for approved activities and, if any 
of the privileges described in a, b, c, and vi are con- 
ceded, they will be granted in proportion to the capital 
imported and the value of the firm’s assets. In such 
cases, separate accounts for the foreign capital and 
profits may have to be maintained. 

Chilean firms already established, or which may be 
established, whose business is similar to others enjoying 
privileges referred to in a, b, c, and ii, will enjoy equal 
privileges for as long a period as those privileges exist 
in favor of foreign investors. 

The privileges granted in accordance with the 
Decree-Law will be in force for 10 years, but in special 
cases this period may be extended to 20 years. These 
privileges may be granted to local agencies or sub- 
sidiaries as well as to the foreign firms themselves. 
Source: Bank of London & South America Limited, 

Fortnightly Review, London, England, May 7, 
1960. 
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Other Countries 


Australian Import Restrictions 
The Australian Government has temporarily reim- 
posed controls on imports of small, air-cooled, internal 
combustion engines and motor mowers. The controls, 
which operate from June 1, will affect engines of 1 to 6 
horsepower. This emergency action will be discontinued 
as soon as the Government can act on a report by 
the Tariff Board. 
Source: The Financial 
May 31, 1960. 


Times, London, England, 


Australian Wool Markei 

Australia’s first official wool futures market was 
opened in May. Each futures contract is for 
3,000 pounds of clean wool (equal to about 15 bales 
of greasy wool). The exchange will quote prices for 
contracts, and a buyer is required to deposit £A 100 
for each contract. If the price of a futures contract 
moves against the holder, he is obliged to pay the 
margin. Brokerage is £A 6 per contract, and an Austra- 
lian company (Australian Development Clearing House 
Pty., Ltd.) will ensure delivery of the contracts and 
will guarantee their performance for a charge of 15s. a 
contract. 

Wool prices in Australia deteriorated a little follow- 
ing the resumption of sales after the Easter holidays; 
prices opened 2% to 5 per cent below the pre-Easter 
closing rates and further small losses were recorded in 
subsequent weeks. This deterioration was probably the 
result of the slackening in demand as producers in the 
United Kingdom and Western Europe brought their 
stock holdings into line with their production. Never- 
theless, competition continues to be satisfactory, with 
Japanese interests dominating the scene in several 
centers. 

Sources: Australian News and Information Bureau, 
Wool and Textiles News Letter, Canberra, 
Australia, May 1960; National Bank of 
Australasia, Wool Letter, Melbourne, Aus- 
tralia, May 21, 1960. 


Loan to Federation of Rhodesia and Nyasaland 

The Chase Manhattan Bank of New York has agreed 
to lend US$10 million to the Federation of Rhodesia 
and Nyasaland. The Bank is one of the three U.S. banks 
which participated without the World Bank’s guarantee 
in the £2 million loan made by the World Bank to the 
Southern Rhodesian land husbandry program (see this 
News Survey, Vol. XII, p. 309). 


rhe agreement between the Chase Manhattan Bank 


and the Federal Government is effective from June 1, 
and the funds will be drawn down over a 6-month 
period for use in federal and territorial development 
programs. The credit will run for a 3-year period at an 
interest rate of 6 per cent, and repayments will begin 
18 months after the funds have been drawn down. 
Source: The Financial 
June 2, 1960. 


Times, London, England, 


Import Restrictions in Trinidad and Tobago 

The Government of Trinidad and Tobago has an- 
nounced a relaxation of restrictions on imports from 
the dollar area. The decision, following two similar 
changes in 1959, removes, as of May 5, 1960, from 
import license control a number of machinery products 
originally retained under control in keeping with 
sterling area policy. In addition, a number of products 
produced domestically, and which were included in the 
controlled list for protectionist reasons, no longer re- 
quire protection and have been liberalized; they include 
petroleum products, cement, and glass bottles. 

The items still remaining under import license con- 
trol are either covered by regional agreements or are 
products which the Government wishes to protect; the 
Government is expected to retain the present controlled 
list until import duties can be increased to provide the 
protection considered necessary for most of these 
products. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., May 30, 1960. 


Corrigendum 


Vol. XII, No. 47, June 3, 
“Fund Activities”: the last sentence of the first para- 


1960, page 374, item, 


graph should read, “Members may act by July 31, 1960 


on increases proposed in their individual quotas.” 
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